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QUESTIONS & ANSWERS 


(continued from page 12) 


machinery or equipment, it is considered part of the 
building. Another item to consider is whether or not the 
equipment and machinery is defined in the real estate 
agreement as part of the building or part of any real estate 
mortgage. All these factors must be considered in 
determining the overall building value including 
permanently installed machinery and equipment. 


Attached are excerpts from two different Rough Notes 
Publications. 


From the Policy, Form and Manual (PF&M) Analysis 
Service: 


130.6-14 Building or Personal Property Ruling 


Purpose: The following Agreement of Guiding Principles 
has been adopted by member companies upon the 
recommendation of the Insurance Services Organization 
(ISO). Situations develop where there is reasonable doubt 
whether certain property is properly part of a building or 
is personal property of the building. The conclusions were 
made specifically in connection with insurance under 
dwellings or commercial property policies but, of course, 
apply to other policies covering buildings and personal 
property. Although this agreement is a number of years 
old, it is still valid and applicable. 


Application of Agreement 


The classification of property shown below derives from 
Agreements of Guiding Principles recommended to 
member companies by ISO. Though used as a guide by a 
majority of insurance companies and adjusters, the 
following remarks are applicab!e to the Agreements of 
Guiding Principles: 

e they are binding only as between subscribing 
companies. 

¢ they are effective only in the event of overlapping 
coverage. 


¢ they do not extend or vary the contract of insurance. 
Building insurance 


When the owner of the building is also the owner of the 
personal property of the building, “building equipment and 
fixtures” of the building insurance shall include (whether 
in position or stored on the premises) storm doors, storm 
sashes, shades, blinds, wire screens, screen doors, and 
awnings. 

When the owner of a building is also the owner of the 
personal property, items of building equipment and 
fixtures essentially in the nature of real property shall be 
covered under the building policy. 

The following types of property are covered as building 
items: 

—TV antennae and towers, detached (not affixed to the 
building or to an outbuilding) 
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—verandahs (demountable screened enclosures) 


—readily removable equipment and fixtures that are 
included in the realty 


mortgage 


—wall-to-wall carpeting only when included in the realty 
mortgage 


—permanently installed heating plant 


—permanently installed air conditioning equipment 


—permanently installed attic or basement ventilating 
equipment, including connected fans, vents and ducts 


—permanently installed lighting and plumbing fixtures 


—permanently installed floor coverings of every 
description other than rugs and carpeting, except such 
rugs and carpeting that are cemented to the flooring 


From Property and Casualty Insurance by Philip Gordis: 
Chapter 2—Commercial Property Policy 
What is Covered— Building Property 


As indicated at the beginning of the analysis of the 
Commercial Property Policy, this form is designed to cover 
building and personal property. The coverage on buildings 
will be discussed first; that on personal property will 
follow. 


Building Property— When the policy covers building 
property, it covers in addition to the building structure 
described as follows: 


1. Completed additions to the building, fixtures including 
outdoor fixtures, permanently installed machinery and 
equipment, and if not covered by other insurance, 
additions under construction, alterations and repairs to 
the building or structure; 


2. Materials, equipment, supplies and temporary 
structures within 100 feet of the premises used for making 
additions, alterations or repairs to the building. 


Landlord’s Furnishings and Property—Also covered 
under the building coverage is personal property owned by 
the building owner that is used to maintain and service 
the building and its premises. This would include 
appliances for refrigerating, ventilating, cooling, cooking, 
dishwashing or laundering, floor coverings, outdoor 
furniture and fire extinguishers. 


Note: A loose definition of “personal property” is: Any 
property, whether for business or private (personal) use 
which is not permanently affixed to the ground or realty. 
By contrast, property which is affixed to the ground or the 
realty and whose removal would mar or deface the realty 
is real property. An example of the latter is wallpaper that 
has been installed. A set of lockers standing free is 
personal property, while the same set of lockers built into a 
wall is real property. @ 





